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E.0. 11652: N/A 
TAGS: ECON, OECD 

SUBJECT: LATEST OECD FORECASTS FOR STFC AND EPC MEETINGS 
REE: USOECD 3728 

1. SUMMARY: MISSION HAS OBTAINED FINAL DRAET OF 
STFC/EPC DOCUMENTATION WHICH WILL BE RELEASED FRIDAY, 
FEBRUARY 14. DOCUMENTS WILL BE HANDCARRIED THIS WEEKEND 
TO CLARK EUR/RPE AND MCCAMEY TREASURY FOR TRANSMITTAL 
TO STFC AND EPC PARTICIPANTS. MAIN THRUST OF DOCUMENTS 
IS THAT ECONOMIC OUTLOOK HAS BECOME MUCH GLOOMIER THAN IN 
DECEMBER, ALONG LINES SKETCHED DURING EDRC PRELIMINARY 
REVIEW OF FORECASTS ON EEB. 4 (SEE REETEL). PRESENT 
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CONSUMER PRICES AND CURRENT ACCOUNT BALANCES FOR 1975. 

END SUMMARY. 

2. SECRETARIAT HAS PREPARED SINGLE DOCUMENT EOR USE BY 
SHORT-TERM FORECASTERS ON EEB 27-28 AND BY EPC ON MARCH 
6-7. PROSPECTS FOR ECONOMIC ACTIVITY, EMPLOYMENT AND 
WORLD TRADE SUBSTANTIALLY WORSE THAN FORESEEN IN OECD'S 
ECONOMIC OUTLOOK PUBLISHED IN DEC. SECRETARIAT ATTRIBUTES 
FORECASTER'S EARLIER FAILURE TO ANTICIPATE SEVERITY OF 
DOWNTURN TO "UNDER-ESTIMATION OF THE SIMULTANEOUS LAGGED 
EFFECTS OF RESTRICTIVE POLICIES AND THE EXTERNAL SHOCK OF 
THE OIL PRICE INCREASE." SECRETARIAT IS CAREFUL TO NOTE 
THAT ITS PRESENT FORECASTS ARE PARTICULARLY TENTATIVE, 
BASED AS THEY ARE ON MORE LIMITED FORECASTING EXERCISE 
THAN USUAL, AND FACED WITH SPECIAL DIFFICULTIES OF MAKING 
PROJECTIONS IN PRESENT RAPIDLY-CHANGING ECONOMIC SITUA- 
TION. ALL EORECASTS ARE BASED ON ASSUMPTION OF NO 
CHANGE IN GOVERNMENT 

POLICIES EROM THOSE PRESENTLY IN PLACE OR ALREADY 
ANNOUNCED. THIS ASSUMPTION MAY OF COURSE HAVE TO BE 
MODIFIED IF RISING PRESSURE OF UNEMPLOYMENT LEADS TO 
FURTHER CHANGES IN GOVERNMENT POLICIES. 

3. UNEMPLOYMENT OUTLOOK IS FOR FURTHER DETERIORATION 
IN LABOR MARKET WITH LITTLE CHANCE OF RECOVERY BEFORE 
1976. SECRETARIAT BELIEVES UNEMPLOYMENT MAY RISE ABOVE 
9 PERCENT IN U.S. BY MID-1975 AND ABOVE 4 PERCENT IN 

UK BY END OF YEAR. SITUATION IN GERMANY UNLIKELY TO 
DETERIORATE MUCH BEYOND CURRENT 4-4.5 PERCENT LEVEL OE 
UNEMPLOYMENT ASSUMING SUBSTANTIAL DEPARTURE OF FOREIGN 
WORKERS. FURTHER INCREASES IN UNEMPLOYED ARE EXPECTED 
IN ERANCE AND CANADA, WHILE JAPAN AND ITALY ARE LIKELY 
TO EXPERIENCE CONTRACTION OF LABOR FORCE RATHER THAN 
SHARP INCREASES IN UNEMPLOYMENT. 

4. REAL GNP GROWTH: TABLE 1 BELOW GIVES SECRETARIAT 
ESTIMATES AND FORECASTS OE REAL GNP GROWTH SEASONALLY 
ADJUSTED AT ANNUAL RATES. 

TABLE 1 : GROWTH OF REAL GNP IN 7 MAJOR COUNTRIES 
PERCENTAGE CHANGES FROM PREVIOUS PERIOD 
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1974 1975 1974 1974 1975 1975 

I II I II 

CANADA 3.7 .75 5.6 -0.6 0 3.5 

U.S. -2.2 -4.5 -3.4 -3.7 -7.75 2 

JAPAN -3.7 1.25 -9.1 1.3 1.25 1 

FRANCE(A) 4.5 2.75 4.8 3.2 2 3.25 
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GERMANY 0.4 .75 1.4 -1.8 1 3 

ITALY 3.8 -1.75 5.3 -4.2 -1.5 -.25 

UK (A) -0.2 1.25 -3.1 5.2 0 0 

TOTAL 

BIG 7(B) -0.8 -1.5 -2.0 -1.4 -3.25 2 

OTHER 

OECD(B) 2.8 2 

TOTAL 

OECD (B) -0.3 -1 -1.4 -1.0 -2.5 2.25 
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EXUS(B) 1.0 1.25 -0.1 0.8 1 2.25 

(A) GDP 

(B) 1973 WEIGHTS AND EXCHANGE RATES 

5. CONSUMER PRICES: TABLE 2 BELOW GIVES SECRETARIAT 
ESTIMATES AND EORECASTS EOR CONSUMER PRICES SEASONALLY 
ADJUSTED AT ANNUAL RATES. 

TABLE 2: CONSUMER PRICES IN 7 MAJOR COUNTRIES (A) 
PERCENTAGE CHANGES EROM PREVIOUS PERIOD 
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1974 1975 1974 1974 1975 1975 

1 11 I II 

CANADA 10.1 11.75 9.6 12.2 12.5 10 

U.S. 11.3 11 12.5 11.6 10.5 12 

JAPAN 25.0 13 29.4 22.5 10.5 9.25 

ERANCE(B) 13.7 12 15.0 14.5 12 9 

GERMANY 7.3 6.25 7.5 7.0 6.5 6 

ITALY (B) 19.0 19.5 20.0 25.0 21 15.5 

UK 14.3 21.25 16.2 15.9 22 19.25 

TOTAL 

BIG 7(C) 13.6 12 15.2 13.9 11.5 11 

GNP DEELATOR EOR BIG 7 COUNTRIES: 

TOTAL 12.6 12 13.3 14.2 11.75 11 

(A) NATIONAL ACCOUNTS IMPLICIT PRICE DEELATOR EOR PRIVATE 
CONSUMPTION. 

(B) CONSUMER PRICE INDEX. 

(C) 1973 WEIGHTS AND EXCHANGE RATES. 

6. CURRENT BALANCES: TABLE 3 GIVES SECRETARIAT ESTI- 
MATES AND EORECASTS EOR CURRENT BALANCES IN MAJOR SEVEN 
COUNTRIES PLUS BELGIUM/LUXEMBOURG AND NETHERLANDS. 


TABLE 3: CURRENT BALANCES (A) 
$U.S. BILLION, SEASONALLY ADJUSTED 


1974 1975 1974 

1 11 

CANADA -1.75 -5.25 
U.S. -1.75 -2 .5 

JAPAN -4.5 -2 -4 

PRANCE -6 -4.5 

GERMANY 9.5 12 
ITALY -7.5 -4.75 


1974 1975 1975 

I II 

- .5 -1.25 -2.5 -2.75 
-2.25 -.5 -1.5 
-.5-1 -1 

-3.25 -2.75 -2.25 -2.25 
5.5 4 6.25 5.75 

-4.5 -3.5 -2.5 -2.25 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


UK -9 -7.5 -4.75 -4.25 -4.25 -3.25 

BELG/LUX - .25 .25 0 - .25 0 .25 

NETH. 1.75 2.75 1 .75 1.25 1.5 

OTHER 
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OECD -14 -17 -6.5 -7.5 -8.5 -8.5 

TOTAL 

OECD -33.5 -28 -16.5 -17 -14 -14 

(A) FORECASTS ARE BASED ON ASSUMPTION OP UNCHANGED 
EXCHANGE RATES OVER PERIOD OP PORECAST; IN THIS CASE 
EXCHANGE RATES OF JANUARY 20-24 WERE USED. 

7. MISSION WILL TRANSMIT MAIN ISSUES PAPER WHEN COM- 
PLETED NEXT WEEK. 

TURNER 
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